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LIMITED OFFICIAL USE IAEA VIENNA 4507 

E.O. 11652: N/A 
TAGS: IAEA TECH MX 

SUBJECT: SUPPLY AGREEMENT FOR LAGUNA VERDE UNIT II 
REF: STATE 103750 

1. AGENCY STRONGLY PREFERS AVOID NEED FOR TWO SEPARATE 
AGREEMENTS FOR SAKE OF SIMPLICITY. THUS, ARTICLES I AND 

H OF SUBJECT SUPPLY AGREEMENT, WHICH CONCERN ONLY AGENCY 
AND MEXICO, ARE DESIGNED TO AMEND DEFINITION OF PROJECT 
IN EARLIER PROJECT AGREEMENT, WHICH IS NECESSARY. AGENCY 
ALSO POINTS OUT THAT ARTICLE II.2 OF LATTER AGREEMENT 
MAKES CLEAR THAT SUPPLY AGREEMENT IS INTEGRAL PART OF 
PROJECT AGREEMENT TO EXTENT IT CREATES RIGHTS AND OBLIGA- 
TIONS BETWEEN AGENCY AND MEXICO. 

2. SECOND WHEREAS CLAUSE IS IDENTICAL TO THAT CONTAINED IN 
PROJECT AGREEMENT ALREADY APPROVED BY BG (SEE INFORC/203, 
PART II) AND SIMPLY RESTATES U.S. UNDERTAKING IN 

U.S./IAEA AGREEMENT FOR COOPERATION, AS AMENDED. WE 
RECOGNIZE THAT AMENDMENT TO SECTION 54 OF ATOMIC ENERGY 
ACT WILL BE NECESSARY TO ENABLE U.S. TO AUTHORIZE MAKING 
AVAILABLE SUFFICIENT MATERIAL FOR PROVIDING ENRICHMENT 
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RPT NOT AFFECT U.S. UNDERTAKING. (WE ALSO RECOGNIZE 
THAT AMENDMENT TO U.S./IAEA AGREEMENT FOR COOPERATION IS 
NOT RPT NOT YET IN FORCE, PENDING COMPLETION OF 30-DAY 
WAITING PERIOD BEFORE JCAE-WHICH WE ASSUME IS JUST ABOUT 
COMPLETED-AND EXCHANGE OF NOTES WITH AGENCY, BUT WE 
ASSUME U.S. HAS NO RPT NO INTENTION OF NOT RPT NOT 
BRINGING AMENDMENT INTO FORCE.) 

3. IN VIEW FOREGOING, BELIEVE WE WILL HAVE DIFFICULTY 
IN TRYING TO EXPLAIN TO AGENCY AND MEXICANS RATIONALE FOR 
DELETING SECOND WHEREAS CLAUSE FROM SUBJECT AGREEMENT 
AND SUGGEST AEC/DEPARTMENT RECONSIDER. ADVISE SOONEST. 

PORTER 
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